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WHAT IS SECTION 3 AND 
WHEN DOES IT APPLY?

• Section 3 is a provision of the Housing and Urban Development (HUD) Act of 1968 that helps foster 
local economic development, neighborhood improvement, and individual self-sufficiency.

• The Section 3 program requires the recipients of certain HUD financial assistance, to the greatest 
extent feasible, to provide job training, employment, and contracting opportunities for low- or very 
low-income residents in connection with projects and activities in their neighborhoods. Currently, low 
income in Contra Costa County is considered under $74,200 per year.

• Contra Costa County is the recipient of HUD funding, therefore the County’s allocation of funds 
triggers Section 3 requirements whenever the project creates the need for new employment, 
contracting, or training opportunities.

• Section 3 projects or activities involve housing construction, rehabilitation (including reduction and 
abatement of lead-based paint hazards), demolition, or other public construction.

• Section 3 is triggered when financial assistance through HUD programs exceeds $200,000. When 
financial assistance through Lead Hazard Control and Healthy Homes Programs exceeds $100,000, 
Section 3 is triggered for that project.
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A racial quota program

Based on gender

An entitlement for eligible 

individuals or businesses

Optional – it’s the law

Section 3 is Not… Section 3…

Is based on an individual’s income 

and location

Provides economic opportunities to 

low- and very low-income persons

Offers training, employment, and 

contractual opportunities

Does not require hiring or contracting 

unless it is necessary to complete the 

project

Not limited to low-wage construction 

jobs

Section 3 businesses and employees 

must be qualified
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SEEKS IMPROVEMENTS BYBENCHMARKS:

• Promoting sustained employment and 
career development

• Reporting on key outcome metrics

• Aligning reporting with standard 
business practices

• Providing program oversight

• Clarifying obligations

• 25% of all labor hours must be performed by a 
Section 3 worker

• 5% of all labor hours must be performed by 
Targeted Section 3 workers

• Benchmark Notice should be updated by the 
Secretary of HUD every 3 years
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UNIVERSE OF WORKERS

All individuals performing applicable 

work/labor hours for the federally funded 

project that do not meet one of the Section 

3 designations are reported only under the 

“All Workers” category.
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IMPORTANT DEFINITIONS
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SECTION 3 BUSINESS CONCERN
A  S E C T I O N  3  B U S I N E S S  I S :

51% or more owned 
and controlled by low-

or very low-income 
persons

Over 75% of labor 
hours performed for 

the business over the 
prior three-month 

period are performed 
by Section 3 workers

OR OR
51% or more owned 

and controlled by 
current residents of 

public housing or 
Section 8-assisted 

housing
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SECTION 3 BUSINESS CONCERN

• Contractors or subcontractors who wish to be identified as a Section 3 Business must 

complete the Section 3 Business Self-Certification form and provide requested backup 

documentation.

• Documentation of Section 3 status can also be met by inclusion on any list or database 

published by HUD reporting Section 3 status.

• Section 3 Business status will be reported once for each contract of services.

• Once a business is determined to be a Section 3 Business, the designation will remain in 

effect for the life of the contract for services. 

• Records supporting this status must be made available upon request to Contra Costa 

County, HUD, or other state and federal authorized officials.
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SECTION 3 WORKER
A  S E C T I O N  3  W O R K E R  I S  A N Y  W O R K E R  W H O  C U R R E N T L Y  F I T S ,  O R  W H E N  H I R E D  W I T H I N  T H E  L A S T  

5  Y E A R S  F I T ,  A T  L E A S T  O N E  O F  T H E  F O L L O W I N G  C A T E G O R I E S :

A low- or very low-
income resident

Employed by a Section 
3 Business concern

OR OR A Youthbuild
participant
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TARGETED SECTION 3 WORKER
D E F I N I T I O N

Employed by a 
Section 3 Business 

concern

Currently fits or when hired 
fit at least one of the 

following categories as 
documented within the past 

5 years:

• Living within the service area or the 
neighborhood of the project, as 

defined by 24 CFR 25.5

• A YouthBuild participant

OR
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SERVICE AREA
N E I G B O R H O O D  O F  T H E  P R O J E C T

Service Area = an area within one mile of the 

Section 3 project

OR

If less than 5,000 people live within one mile of 

the Section 3 project, then…

Service Area = an area within a circle centered 

around the Section 3 project site that 

encompasses 5,000 people

Project Worksite

(1,000 population)

Worksite Circle

Expands 25 miles

(2,800 population)

Worksite Circle

Expands 50 miles

(5,000 population)
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YOUTHBUILD

• Academic and occupational skills training program serving youth ages 16-24 who have 

dropped out of high school, or previously dropped out and re-enrolled

• Additional Criteria:

• A member of a low-income family and/or

• A youth in foster care (including youth aging out of foster care) and/or

• A youth or adult offender and/or

• A youth with a disability and/or

• A migrant youth
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QUALITATIVE EFFORTS
HUD and Contra Costa County consider all subrecipients who meet or exceed both benchmarks for Section 3 workers and Targeted 

Section 3 workers to be in compliance. If a subrecipient is unable to meet the benchmarks, the subrecipient must report on the 

qualitative nature of its activities and those its contactors and subcontractors pursued. Such qualitative efforts may, for example, 

include but are not limited to the following:

• Engaged in outreach efforts to generate job applicants who are Targeted Section 3 workers
• Provided technical assistance to help Section 3 works compete for jobs (resume assistance, etc.)
• Provided training or apprenticeship opportunities
• Hosted job fairs
• Divided contracts into smaller jobs to facilitate participation by Section 3 Business concerns
• Provided bonding assistance, guarantees, etc., to support viable bids from Section 3 Business concerns
• Provided written notice to all Section 3 Business concerns of contracting opportunities
• Used the services of the U.S. Small Business Administration and the Minority Business Development Agency
• Provided technical assistance to help Section 3 Business concerns understand and bid on contracts
• Connected Section 3 workers with assistance in seeking employment through job placement, job fairs, etc.
• Promoted the use of the HUD Opportunity Portal
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REPORTING
For Section 3 covered contracts, contractors must submit the Section 3 Labor Hours Tracking Form (Exhibit F) on a monthly basis,

and the Section 3 Year-End Report annually. The information required includes:

• The total number of labor hours worked
• The total number of labor hours worked by Section 3 workers
• The total number of hours worked by Targeted Section 3 workers
• The percentage of labor hours worked by Section 3 workers
• The percentage of labor hours worked by Targeted Section 3 workers
• If benchmarks are unmet, qualitative efforts and an explanation of those efforts

MONTHLY REPORTING
Contractors are required to submit a monthly labor hours report to the HCI staff contact for your project by the 
last day of each month.

ANNUAL REPORTING
Once a year, contractors must submit a final Section 3 cumulative report for the program year (Exhibit G). This 
report is due July 10. If the contractor or subcontractor’s portion of work on the project ends before July 10, the 
report should be submitted after work is complete.
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REPORTING: Exhibit A – Worker Certification
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REPORTING: Exhibit B – Section 3 Business Self-Certification
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REPORTING: Exhibit C – Section 3 Business Owner Certification
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REPORTING: Exhibit D – Section 3 Clause
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REPORTING: Exhibit E – Pre-Award Compliance Certification
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REPORTING: Exhibit F – Labor Hours Tracking Form for All Workers
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REPORTING: Exhibit G – Section 3 Annual Report
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OPPORTUNITY PORTAL

SECTION 3 WORKERS:

• Search for employment and training opportunities

• Post resume

SECTION 3 RECIPIENTS AND BUSINESS 

CONCERNS:

• Post job and training positions

• Search for job applicants

• Post contract opportunities

SECTION 3 BUSINESS CONCERNS:

• Search for contractshttps://hudapps.hud.gov/OpportunityPortal

https://hudapps.hud.gov/OpportunityPortal
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QUESTIONS?


